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CHAPTER 7 


TREND FACTORS 


7-1 Trend Factor -	 General Principles 

isThe trend factor a statistical measure of the change in the costs of 


goods and services purchased by long term care facilities during the 


course of one year. The intent of the trend factor is to provide the 


Division of Medicaid with insight into the amount and nature of change 


of health care costs experienced by long term care providers. 


7-2 Trend Factor computation 

A trend factor will be computed each year for long term care facilities -
and will be used in the calculation of the base rates effective for 


rate year, January 1 through December31. A separate trend factor will 


be calculated for direct care costs and care related costs and for 


administrativeandoperatingcosts.Thesetrendfactorswillbe 


computed as described below. 


A. Cost Reports Used in the Calculation
of the Trend Factors 


Cost reports used in the computation of the trend factors 


as described below. 
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1. 	 Facilities which have at least eighty percent(80%) 


occupancy. 


2. 	 Facilities which are in operation a full twelve 


(12) months.Facilitieswhichhaveundergonea 


change of ownership will be used if the facility 


was open at least twelve
(12) months under both the 


buyer'sseller's
and periods of operations 

combined. The costs from a l l  cost reports in the 

standardreportingyearwillbeusedinthe 

computation. 

3 .  Nursing facilities which either certify additional 
-

beds or decertify beds that results in a change in 


classification (either Small Nursing Facility to 


Large Nursing Facility or vice Versa) as long as 


the facility was in operation at least (12) 


months under both classifications combined. The 


costsfromallcostreportsinthestandard 


~reporting year .~ be used in the computation. 

4 .  	 Nursingfacilitieswhichusethecostreport 

lines for allocated costs will not be used. 

B. 	 Computation of the Trend Factors 


The following steps will be taken to compute the trend 


factorsfor direct care costs, therapies, care related 


costs and administrative and operating costs.
Costs-
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1. Separate costs the cost
the into following 


categories as defined in the cost report form: 


a. Direct Care Expenses (Form 6, Section 1) 


b. Therapies (Form 6, Section 2 )  

c. Care Related Expenses (Form 6, Section 3 )  

d.AdministrativeandOperatingCosts(Form 6, 

Section 4 )  

2 .  	 Determine the relative weight of each of the line 

items in each category. A trend factor will not be 

developed for property costs because the value of 

-	 each nursing facility bed will be indexed using the 

RS Means Construction Index for use in the fair 

rental reimbursement computation. 

3 .  	 Obtain the market basket of economic indicators. 

An exampleof this market basket follows Section7­

4 of this plan. 

4 .  	 The economic indicatorsfor each line item of cost 

will be multiplied by the relative weight of the 

Form 6 line items in order to determine the trend 

factor for eachlineitem.Anexample of the 

computation of the trend factors, using weighted 
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averages, follows Section
7-4 and the market basket 


example of this plan. 


5 .  	 Add the line item trend factors determined in ( 4 )  

above for each cost category. The result will be 

the trend factor for each of the cost categories. 

6. 	 The forecasted trend factor for each of the cost 


centers may be adjusted due to the following: 


a. Known increases or decreases in costs due to 


federal or state laws or regulations,
or 


b. factors be
Other thatreasonably 

-

forecasted to have a material effect on costs 


in the prospective year. 


7-3 Trend Factors - Nursing Facilities 

Two (2) trend factors will be in computing the base ratesfor 

nursing facilities. A direct care and care related costs trend 

factor will be determined by combining the trend factors determined 

for each of these cost centersin Section 7-2, above. The total 

Direct Care and Care Related Trend Factor will be computed by 

in each of the cost centers
weighting the total allowable costs to 


the total in the (2) cost centers. The percent
of each tothe 


factors
total costs will be multiplied by trend for the individual 


trend factors determined in Section
7-2, above. 
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NURSINGFACILITYTRENDFACTORS - FY 1994 

% OFADJUSTED 
ALLOWABLETRENDTOTALTREND 

COSTS COST 

Direct Care 

Care Related 


DC/CR Trend 

Factor 


Administrative 

and Operating

Trend
Factor 


-

$151,656,411 

59,525,200 


$211,181,611 


$124,266,829 


FACTOR FACTOR 

5.24% 71.81% 3.76% 

3.83% 28.19% 1.08% 


100.00% 4.84% 


4.21% 100.00% 4.21% 


For example: The trendfactor f o r  direct care costs was determined 

to be 3.76% and the trend factor for care related costs 1.08% in 

the example of the trend factor computation following Section 7-4 

as computed in accordance with Section 7-2, above. The total 

allowable costsfor these cost centers was $151,656,411 for direct 

care costs and $59,525,200 for care related costs f o r  a total of 

$211,181,611. Direct care costs made up 71.81% and care related 

costs amounted to 28.19% of the total for these two costcenters. 

factor for direct care costs
Accordingly, the trend were multiplied 


by 71.81% and thetrendfactor for carerelatedcosts were 


multiplied by 28.19% in order to compute the
Direct Care and Care 


Related Costs Trend Factor. The result in the exampleis (5.24% x 
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71.81%) + (3.83% X 28.19%) = 4.84% direct care and care related trend 

factor. The administrative and operating trend factor in the example 

is 4.21%. 

7-4 Trend Factor - PRTF's and ICF-MR's 

One (1) trend factor will be used in computing the rates for PRTF's 


and ICF-MR's. A trend factor will be determined by combining the trend 


factors determined for each of these cost centers in Section 7-2, 
-

above. The PRTF and ICF-MR trend factor will be by weighting 

the total allowable costs in each of the cost centers to the total 


the four(4) cost centers. The percent of each to the total costs will 


be multiplied by trend factors for the individual trend factors 


determined in Section 7-2, above. For example: 


AllowableTrend % ofTotalAdjusted 
Centercosts Factor costs Trend Factor 
Direct Care $151,656,411 5.24% 44.75% 2.34% 
Therapies 3 ,483 ,412 5.16% 1.03% 0.05% 
CareRelated 59,525,200 3.83% 17.56% 0.67% 
Admin./Oper. 124,266,829 4.21% 36.66% 1.54% 

In this example the PRTF and ICF-MR Trend Factor 4.60%.be 
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line PERCENTAGE WEIGHTGO 1 
ITEM OF TREND TREND 

COST CENTER C057 COST CENTER factor factor 
r 

Care Related Costs 
Line 3-01, Salaries-Activities $9,640,243 16.20% 5.20% 0.84% 
Line 3-02, Salaries-Assistant Director of Nursing 889,264 1.49% 5.20% 0.08% 
Line 3-03, Salaries-Director of Nursing 5,852,824 9.83% 5.20% 0.51% 
Line 3-04, Salaries-Pharmacy 63,032 0.11% 5.20% 0.01% 
Line 3-05,Salaries-Social Services 10,009,885 16.82% 5.20% 0.87% 

Line 3-21, Supplies-Care Related 2,424,418 4.07% 3.70% 0.15% 
Line 3-22, Other Care RelatedCosts 649,107 1.09% 3.70% 004% 

Total Care RelatedCosts 859,525,200 100.00% 
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